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The real growth rate for 1979, as estimated by many Canadian 
economists, will be less than 3 percent—modest growth by any- 
one’s standards. At Purina, we are particularly pleased to report 
that dollar sales have increased 25 percent over the previous year 
to $230,440,000. We are proud of this all-time record and of each 
and every Purina employee without whose individual effort this 
accomplishment could not have been realized. 


During the past year particular attention was devoted to a review 
of our corporate and divisional policies and to the setting of clear- 
cut objectives for the future development of our businesses in 
Canada. A major step toward the attainment of our short- and 
long-term goals is the largest capital expenditure program in the 
Company’s history. This includes a $14.8 million expenditure in 
1979 with a further $15 million scheduled for 1980. Another sig- 
nificant measure taken during the year was the continued devel- 
opment and growth of our sales and marketing resources 
supported by the most intensified advertising and promotion pro- 
grams we have ever undertaken. These moves are designed to 
strengthen our base and enhance our competitive position in the 
marketplace. We are pleased to see that these positive steps taken 
during the year have resulted in favourable indicators at year’s 
end. 


Consolidated earnings were below last year’s record level as a 
result of our planned increase in advertising and promotion 
expenditures, a loss on our hog raising operations compared with 
a profit in the previous year and product liability claims which 
occurred from a dairy feeding problem at one of our feed plant 
operations. Other factors contributing to this earnings decline were 
a foreign exchange loss on short-term investments compared with 
a substantial gain the year before and a significant increase in 
interest expense. 


Results in each of the Company’s operating divisions were mixed. 
Our CHOW DIVISION, one of the largest livestock and poultry 
feed businesses in Canada, experienced strong sales growth with 
dollar volume up 27 percent over the previous year. Although this 
was largely a result of a corresponding increase in ingredient 
prices, tonnage gains were also up significantly. Earnings were 
below the level recorded a year earlier due to results from the hog 
raising operations and the product claims problem mentioned 
above. 


The Division distributes its agricultural products through a net- 
work of more than 300 independent feed dealers. In 1979 empha- 
sis was placed on the establishment of new distribution outlets as 
well as the further development of existing dealer businesses. 
Progress has been positive as reflected in the Division’s healthy 
sales gains and the construction of a new plant located in Drum- 
mondville, Quebec. The Drummondville project is scheduled for 
completion in the new year. 


The year 1980 promises a continuation of the re-building of beef 
cattle herds and strong demand for poultry and hogs. However, 
high ingredient prices are expected to continue. The Chow Divi- 
sion anticipates an increase in sales performance and improved 
profits. 


Chairman’s Message 


This was a year of considerable adjustment for our GROCERY 
PRODUCTS DIVISION, the largest manufacturer in Canada of 
dry dog food and dry and soft-moist cat food. Representative of 
some of the changes made during the year was the move to a 
national direct sales force from a broker oriented organization, the 
selection and subsequent appointment of two new advertising 
agencies and, the creation of a Market Research Department and 
a Sales Operations Department. At the same time ongoing plant 
expansion activity required the temporary importation of product 
from the U.S. This temporary need for imports will cease when the 
plant becomes fully operational, early in 1980. 


Despite the disrupting impact these circumstances had on regular 
business activity, sales increased 20 percent over the previous year 
to an all-time record. The Division’s market share position, in each 
of the businesses in which it competes, also continued to improve. 


In November 1979, Mr. W. P. (Pat) McGinnis was appointed 
Director of the Grocery Products Division. He has subsequently 
been elected Vice-President of the Company. Mr. McGinnis 
reports to J. H. Stringham, Senior Executive Vice-President. 


Our CHECKERBOARD FOODS DIVISION operates a modern 
broiler chicken processing plant, a chick hatchery and grow-out 
farms. Results improved over the previous year in spite of severe 
market conditions characterized by depressed end product prices, 
heavy importation of less expensive live birds from the U.S., a 
shortage of quality hatching eggs and tighter controls on inter- 
provincial shipments. 


In the short term it is expected that these adverse conditions will 
continue. However, we are confident of management’s proven 
ability to minimize the negative effect of these circumstances. 


The Company’s SILO OPERATION maintains facilities in 
Ontario and Quebec to serve local markets. Results in sales and 
earnings were below the previous year. The Company is reas- 
sessing its position in the farm liquid waste storage tank business. 


The 1970’s have been a decade of dynamic growth for Ralston 
Purina. Sales have increased to $230.4 million from the $67.5 mil- 
lion recorded in 1970. In the same period assets increased to only 
$68.8 million from $30.2 million reflecting a 50 percent improve- 
ment in sales per dollar of assets employed. 


As we embark on a new decade we are faced with a continuation 
of many of the issues which were so representative of the 70’s— 
high inflation, high unemployment and questionable energy 
reserves, to mention a few. Management is confident that appro- 
priate measures and detailed plans are in place to enable yet 
another period of significant growth for Ralston Purina in 
Canada. 


Robert L. Gamelin 
Chairman of the Board 
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Ralston Purina Canada Inc. : 
and Subsidiary Companies 


Financial Highlights 


(for the year ended September 30, 1979) 


OPERATING RESULTS (for the year) 
Net Sales 

Earnings 

Earnings per share 

Additions to plant and equipment 
Depreciation 


FINANCIAL POSITION (at year end) 
Working Capital 

Current Ratio 

Shareholder’s Equity 


Five Year Financial History 
(All Amounts Expressed in Thousands) 


OPERATING RESULTS 


Net Sales 
Interest Income 
Gain (loss) on foreign exchange 


Cost of Products Sold 

Selling, General and Administrative Expenses 
Depreciation 

Interest Expense 


Earnings Before Income Taxes 
Income Taxes 

Net Earnings 

Dividends 


FINANCIAL POSITION 


Working Capital 

Plant and Equipment 
Additions and Replacements 
Total Assets 

Long-Term Debt 
Shareholder’s Equity 


EMPLOYMENT AT FISCAL YEAR-END 
Number of Employees 


1979 

$230,440,000 

5,308,000 

8.85 

14,805,000 

1,721,000 

$ 4,394,000 

1.2:1 

30,646,000 
1979 1978 
$230,440 $184,347 
1,646 1,479 
(84) 1,176 
232,002 187,002 
196,093 153,206 
25,094 19,354 
1,721 531 
486 21 
223,394 174,302 
8,608 12,700 
3,300 5,306 
5,308 7,394 
17,700 1,710 
4,394 27,411 
34,696 21,624 
14,805 5,302 
68,809 69,199 
2,156 2,461 
$ 30,646 $ 43,038 
1,071 1,043 


1978 
$184,347,000 
7,394,000 
132 
5,302,000 
1,531,000 
$ 27,411,000 
2.4:1 
43,038,000 
1977 1976 
$177,255 $165,892 
1,141 Fe.) 
(6) Fe 
178,390 167,010 
151,457 141,272 
15,399 13,369 
1,354 131 
225 305 
168,435 156,077 
9,955 10,933 
4,298 4,800 
5,657 6,133 
1,620 1,500 
23,012 20,919 
18,053 16,725 
pI g4 | 2,041 
56,477 50,839 
2,766 3,071 
$ 37,354 eee pe ly) 
1,110 1,082 


1975 


$165,654 
865 


142,739 
11,679 
1,024 
999 


156,441 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


Consolidated Statement of Earnings and Retained Earnings 


(for the year ended September 30, 1979) 


INCOME: 
Net sales 
Interest 
Gain (loss) on foreign exchange 


EXPENSES: 
Cost of products sold 
Selling, general and administrative 
Depreciation 
Interest on long-term debt 
Other interest 


PROVISION FOR INCOME TAXES: 
Current 
Deferred 


EARNINGS FOR THE YEAR 
RETAINED EARNINGS, BEGINNING OF YEAR 


DIVIDENDS: 
Extraordinary, $26.50 per share (1978—Nil) 
Ordinary, $3.00 per share (1978—$2.85) 


RETAINED EARNINGS, END OF YEAR 


EARNINGS PER SHARE 


1979 


$230,440,000 
1,646,000 
(84,000) 


232,002,000 


196,093,000 
25,094,000 
1,721,000 
178,000 
308,000 


223,394,000 
8,608,000 


900,000 
2,400,000 


3,300,000 


5,308,000 
42,438,000 


47,746,000 


15,900,000 
1,800,000 


17,700,000 
$ 30,046,000 
$8.85 


1978 


$184,347,000 
1,479,000 
1,176,000 


187,002,000 


153,206,000 
19,354,000 
1,531,000 
196,000 
15,000 


174,302,000 
12,700,000 


4,400,000 
906,000 


5,306,000 


7,394,000 
36,754,000 


44,148,000 


1,710,000 
1,710,000 
$ 42,438,000 


$12.32 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


Consolidated Statement of Changes in Financial Position 


(for the year ended September 30, 1979) 


SOURCES OF WORKING CAPITAL: 
Operations— 
Earnings for the year 
Depreciation 
Deferred income tax 
Other 


Disposals of plant and equipment 
Decrease in deferred charges and other assets 
Decrease in long-term receivables 


APPLICATIONS OF WORKING CAPITAL: 
Dividends 
Additions to plant and equipment 
Decrease in long-term debt 


INCREASE (DECREASE) IN WORKING CAPITAL 
WORKING CAPITAL, BEGINNING OF YEAR 


WORKING CAPITAL, END OF YEAR 


1979 


$ 5,308,000 
1,721,000 
2,400,000 

22,000 


9,451,000 
12,000 
330,000 
9,793,000 


17,700,000 
14,805,000 
305,000 


32,810,000 


(23,017,000) 
27,411,000 


$ 4,394,000 


1978 


$ 7,394,000 
1,531,000 
906,000 
23,000 


9,854,000 
200,000 
174,000 
688,000 


10,916,000 


1,710,000 
5,302,000 
305,000 


7,317,000 


3,599,000 
23,812,000 


$ 27,411,000 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


Consolidated Balance Sheet 


Assets (September 30) 


CURRENT ASSETS: 

Cash 

Marketable securities 

Accounts receivable, less allowance 
for doubtful accounts of $421,000 (1978—$1,054,000) 

Income taxes recoverable 

Receivable from parent company 

Inventories— 
Raw materials and packing supplies 
Finished products 

Prepaid expenses 


LONG-TERM RECEIVABLES 


PLANT AND EQUIPMENT: 
Land 
Buildings 
Machinery and equipment 
Construction in progress 


Less: Accumulated depreciation 


TRADEMARKS 
UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSES 


1979 


$ 12,000 


11,742,000 
1,052,000 


13,309,000 
6,569,000 
786,000 


33,470,000 
619,000 


585,000 
11,056,000 
26,678,000 
12,996,000 


51,315,000 
16,619,000 


34,696,000 


24,000 
$68,809,000 


Approved by the Board: 


CY, Gaz ee 
Ges esate 


1978 


$27,000 
16,798,000 


13,880,000 
47,000 


8,714,000 
6,478,000 
642,000 


46,580,000 
949,000 


490,000 
10,259,000 
23,302,000 

3,104,000 


37,155,000 
15,531,000 


21,624,000 


15,000 
31,000 


$69,199,000 


Director 


Liabilities (September 30) 1979 1978 
CURRENT LIABILITIES: 
Bank indebtedness $ 4,020,000 $ 2,240,000 
Notes payable 8,476,000 = 
Accounts payable and accrued expenses 16,332,000 12,354,000 
Income taxes payable - 4,270,000 
Current maturities of long-term debt 151,000 305,000 
Owing to parent company 97,000 a 
29,076,000 19,169,000 
LONG-TERM DEBT, LESS CURRENT MATURITIES: 
674% sinking fund debentures due 
February 15, 1987 repayable $300,000 annually 2,100,000 2,400,000 
Other 56,000 61,000 
2,156,000 2,461,000 
DEFERRED INCOME TAXES 6,931,000 4,531,000 
38,163,000 26,161,000 
Shareholder’s Equity 
CAPITAL STOCK: 
600,000 shares 600,000 600,000 
RETAINED EARNINGS 30,046,000 42,438,000 
30,646,000 43,038,000 
$ 68,809,000 $ 69,199,000 


Auditors’ Report 
To the Shareholder of Ralston Purina Canada Inc.: 


We have examined the consolidated balance sheet of Ralston 
Purina Canada Inc. as at September 30, 1979 and the 
consolidated statements of earnings and retained earnings and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at September 
30, 1979 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis con- 


sistent with that of the preceding year. PA 
CG 


October 29, 1979 yy, a 
Mississauga, Ontario Chartered Accountants 


Notes to Consolidated Financial Statements 


September 30, 1979 
Ralston Purina Canada Inc. and Subsidiary Companies 


1. Summary of accounting policies: 
The significant accounting policies followed by the Cor- 
poration are described below. These conform to gener- 
ally accepted accounting principles and are applied on 
a consistent basis between years. 


PRINCIPLES OF CONSOLIDATION— 


The consolidated financial statements include the 
accounts of the Corporation and its subsidiaries. All sig- 
nificant intercompany transactions and balances have 
been eliminated. 


CLASSES OF BUSINESS— 


The Directors of the Corporation have determined that 
one class of business, namely animal and poultry feeds, 
contributed substantially all of the consolidated reve- 
nues of the Corporation during the year. Accordingly, 
the Corporation is exempt from the reporting require- 
ments for diversified corporations under the Canada 
Business Corporations Act and Regulations. 


INVENTORIES— 


Inventories are valued generally at the lower of average 
cost and net realizable value. Open commodity con- 
tracts are written down to market prices. 


PLANT AND EQUIPMENT— 

Land, buildings and machinery and equipment are car- 
ried at cost. Expenditures for new facilities and those 
which substantially increase the useful lives of the plant 
and equipment are capitalized. Maintenance, repairs 
and minor renewals are expensed as incurred. When 
properties are retired or otherwise disposed of, the 
related cost and accumulated depreciation are removed 
from the accounts and gains or losses on the dis- 
positions are reflected in earnings. 


DEPRECIATION— 


Depreciation is generally provided on the straight-line 
basis by charges to costs or expenses at rates based on 
the estimated useful lives of the properties (buildings 
242% to 5%, machinery and equipment 5% to 25%). 


DEFERRED INCOME TAXES— 


Deferred income taxes are recognized for the effect of 
timing differences between financial and tax reporting. 


These differences result primarily from excess tax 
depreciation, computed on accelerated bases, over book 
depreciation. 


INVESTMENT TAX CREDITS— 


Investment tax credits are accounted for by the flow- 
through method. Under this method, credits, less 
deferred portion, are taken as a reduction of the provi- 
sion for income taxes in the year realized. 


. Pension plans: 


Current service pension costs have been provided in 
accordance with actuarial determination. There is no 
unfunded liability for past service pension costs at 
September 30, 1979 (1978—$210,000). 


. Contingent liability: 


Ralston Purina Canada Inc. is contingently liable on 
assigned first mortgages receivable outstanding in the 
amount of $2,240,000 at September 30, 1979 (1978— 
$2,556,000). 


. Plant expansion: 


The Board of Directors has given approval to proceed 
with the construction of a new feed plant at Drum- 
mondville, Quebec. The total authorized for the project 
is $5,900,000. Approximately $500,000 has been spent 
to September 30, 1979. 


The Board has also approved total expenditures of 
$15,200,000 with respect to the major expansion, cur- 
rently in progress, of the pet food plant in Mississauga, 
Ontario. Approximately $11,700,000 has been spent to 
September 30, 1979. 
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